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INTERPRETATION OF LAW OR REGULATION 

(Copies t o be sent t o a l l Federal r e serve banks) 

January 12, 1959 

Honorable Pres ton Delano, 
Comptroller of the Currency, 
Washington,"D. C. 

Dear Mr. Delano: 

This r e f e r s t o Mr. Upham's l e t t e r of December 21, 1938, 
r e q u e s t i n g the Board1s v iews concerning a q u e s t i o n r a i s e d by 
Mr. , S p e c i a l Deputy Secretary o f Banking of 

, , w i t h r e s p e c t t o the i n t e r p r e t a t i o n 
of the f o l l o w i n g f o o t n o t e appended t o s e c t i o n s 12 and 10 (c ) of 
the Board's Regulat ion F: 

"This does not prevent the bank from i n - . 
v e s t i n g the funds of s evera l t r u s t s in a s i n g l e 
r e a l e s t a t e loan o f the kind which could be 
made by the bank under the p r o v i s i o n s of s e c -
t i o n 24 o f the Federal Reserve Act , as amended, 
i f the bank owns no p a r t i c i p a t i o n i n the loan 
and has no i n t e r e s t there in except as t r u s t e e 
or o ther f i d u c i a r y . " 

Af ter s t a t i n g t h a t the ( S t a t e ) law permits the investment of t r u s t 
funds i n r e a l e s t a t e l oans which a n a t i o n a l bank i s not permit ted 
to make under the p r o v i s i o n s of s e c t i o n 24 of the Federal Reserve 
Act, Mr. i n q u i r e s whether the forego ing f o o t n o t e prec ludes 
a n a t i o n a l bank from i n v e s t i n g t r u s t funds in r e a l e s t a t e l o a n s 
which comply wi th the S t a t e law with r e s p e c t to t r u s t inves tments 
but which could not be made by the bank because they r e p r e s e n t too 
l arge a percentage o f the appraised va lue o f the s e c u r i t y . 

The f o o t n o t e permits a n a t i o n a l bank t o i n v e s t funds o f two 
or more t r u s t s i n p a r t i c i p a t i o n s in a s i n g l e r e a l e s t a t e loan w i t h -
out regard t o the o therwise a p p l i c a b l e p r o v i s i o n s of s e c t i o n s 12 
and 1 0 ( c ) o f Regulat ion F r e q u i r i n g thpt the s e c u r i t i e s and i n v e s t -
ments of each t r u s t s h a l l be kept separate from those of a l l o ther 
t r u s t s and p r o h i b i t i n g the c o l l e c t i v e investment of t r u s t funds 
(except a s permit ted i n s e c t i o n 17, which r e l a t e s t o common t r u s t 
f u n d s ) . However, such permiss ion i s q u a l i f i e d and t r u s t funds can-
not be i n v e s t e d pursuant t h e r e t o u n l e s s (1) r e g a r d l e s s of what con-
s t i t u t e s a l e g a l investment f o r t r u s t funds under the laws of the 
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p a r t i c u l a r S t a t e , t h e loan a t l e a s t complies wi th the requirements 
of s e c t i o n 24 o f the Federal Reserve Act wi th r e s p e c t t o the kind 
of r e a l e s t a t e l oans which n a t i o n a l banks may make wi th t h e i r own 
funds , and (2) the bank owns no p a r t i c i p a t i o n i n the loan and has 
no i n t e r e s t t h e r e i n except a s f i d u c i a r y . The f o o t n o t e , o f course , 
has no bearing upon the type of r e a l e s t a t e l oans in which t r u s t 
funds may be i n v e s t e d except where funds of two or more t r u s t s are 
i n v e s t e d in p a r t i c i p a t i o n s i n a s i n g l e r e a l e s t a t e l o a n . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

L. P. Bethea, 
A s s i s t a n t Secre tary . 
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